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Regulation of Accountancy by Law*
By P. W. R. Glover

The more important phase of regulation of accountancy by law
is that type which would restrict public practice to those who have
met certain tests as to character and have passed specified exam
inations aimed to establish minimum standards of academic and
professional requirements.
The only other kind of regulation is non-restrictive in effect,
and, as this method is well understood by all, owing to its general
use during many years, it would seem unnecessary to do more
than give a brief description of its objects. Non-restrictive regu
lation merely provides a definite professional status to those ap
proved by the authorities, the successful candidate being granted
a title or degree such as that of certified public accountant in the
United States and of chartered accountant throughout the Brit
ish empire, but does not prohibit public practice by those who
are unwilling to submit themselves to an official test of their
qualifications or who have failed to pass the required exam
inations.
I shall, consequently, limit my remarks to the question of regu
lating by law the public practice of the accountant himself. I do
not intend to deal with such matters as legislation favoring the
right of privileged communications between the accountant and
his clients, nor to comment upon the desirability, or otherwise,
of the various states passing laws to make it mandatory upon a
corporation, chartered by any given state, to have its accounts
audited periodically by a certified public accountant of that state.
In approaching the subject from the restrictive viewpoint, one
is apt to question why a few practising accountants are willing to
devote considerable time, year in and year out, to a matter that
on the surface appears to be more or less foreign to the real inter
ests of the professional accountant and to the practice of public
accountancy.
I am not quite sure why I have been asked to prepare this paper
for the annual meeting, as I had felt that, with the very recent
expressions on the matter by two eminent practitioners from my
own state, the Institute might have desired to hear from some
other part of the country. Perhaps, however, in view of the long
* Address delivered at the annual meeting of the American Institute of Accountants, Atlantic
City, New Jersey, September 21,1926.
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struggle we have made in New York over a period of many years
to secure some sort of accountancy regulation, you may feel that
the situation there presents a more acute problem than is to be
found in any other state and, consequently, it may be hoped that
my views based on these experiences may be helpful in solving
similar problems elsewhere. I shall, therefore, during the time at
my disposal, try to impress upon each of you the vital necessity
of taking an interest in legislation affecting public practice.
For years the subject matter has been known under the some
what ominous title of “restrictive legislation”, a term that does
not generally appeal to the liberty-loving, free and independent
American citizen. Restriction, or lack of freedom, is directly
antagonistic to the principles upon which our great country is
founded, so it is pleasing to note the more frequent use in recent
months of the softer terms, “regulatory” for “restrictive” and
“regulation” for “restriction.”
I have sometimes wondered if the demand for regulation of
accountancy by law, which I believe to have sprung from the
ranks of the profession itself, was not, in part, agitated by certain
proponents through some selfish motive in the belief that the con
trol of the certified and the uncertified accountant in the state
would inure to the financial benefit of the certified man. Per
haps it is the hope of a few individual practitioners in the state
that, by regulation, the large firms (organizations which I have
heard designated by a certain group of uncertified accountants in
my own state as “chain-store accountants”) would become dis
integrated, to the ultimate profit of the local accountant. It may
be that some accountants are more interested in politics than in
accountancy and hope, through their activities in legislation, to
control the profession in their states and thus obtain some prom
inence in the public eye. The application of a little thought
upon and some inquiry into the whole subject of accountancy
legislation will, I think, disabuse the minds of such advocates of
the expectation of enlarging their own clientele in this way.
Regulation by itself will produce neither new clients nor effi
cient accountants. Some of us may feel that we are entitled to
more recognition by business men than we have yet received.
Such can come only when the accountant, with a broad education
and adequate technical training, by force of character impresses
upon his fellow citizens that he is an essential factor in the com
munity, and through his conduct proves himself worthy of taking
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his place upon an equal footing with the older professions. The
fact that each state in the union has passed its own law prescribing
examinations for the C. P. A. certificate indicates that, within a
comparatively short time, the only public accountant in the
United States will be the certified public accountant, but his pres
tige will only increase in such measure as the united effort of the
profession makes itself felt upon the financial and business world.
Have we any precedent for regulatory legislation to go upon?
Is there sufficient public need and demand for regulation of ac
countancy by law to warrant the use of the police power of the
states in its enforcement? Will regulatory legislation increase or
impair our usefulness to our clients? Will regulatory legislation
raise or reduce the standard of public practice of the average
practitioner? These are a few of the questions to be considered
and answered satisfactorily if the profession is to emerge virile and
unharmed from the legislative programmes that are to be our
problems during the coming years.
Let us look for a moment outside the environs of the United
States. Colonel Montgomery delivered an address entitled “Leg
islation for the profession,” at the International Accountants’
Congress, held at Amsterdam, Holland, last July. This paper
should be read by every accountant, together with a rebuttal of
certain arguments therein by Homer S. Pace, in the August num
ber of The Pace Student. Copies of Colonel Montgomery’s paper
may be seen at the offices of the American Institute of Account
ants. Colonel Montgomery reviewed, in a general way, the
practitioner’s experiences in accountancy legislation in the Argen
tine Republic, Australia, Austria, Belgium, British India, China,
Denmark, France, Great Britain, Italy, Japan, the Netherlands,
New Zealand, Norway, Queensland, Roumania, Spain, Sweden,
the Transvaal, Turkey and the United States.
While desultory attempts have been made to pass restrictive
laws in a few countries, no outstanding success seems to have
attended such efforts, and there does not appear to be any prece
dent by which it may be claimed that regulation of accountancy
by law is the cure-all for the ills of the profession. In Great
Britain, for instance, it was found that restriction of public
practice to a given class would produce such a lowering of the
standing of the leading societies, owing to the necessity of includ
ing all the uncertified accountants who were in practice at the
time, that the attempt was given up.
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In the United States, we find that the American Institute of
Accountants up to this time has withheld its official approval of
the idea of regulation of accountancy by law. On the other hand,
many certified public accountants have supported restrictive
legislation on the so-called two-class basis or, in other words,
that basis which permits the uncertified accountant in practice
when the law is enacted to continue as a public accountant, but
does not permit uncertified men to commence business thereafter,
requiring all new public accountants to be certified.
In the state of New York, during the last few years, legislation
has been proposed which aimed to restrict practice to certified
public accountants alone. Obviously, such legislation could not
be obtained without issuing C. P. A. certificates by waiver to all
uncertified accountants in practice. The New York State Society
of Certified Public Accountants supported such legislation for the
two years 1924 and 1925, but its support was not altogether
wholehearted, much of it being reluctantly given with the thought
of making the best of a bad proposition and getting through with
it. Fortunately, with the failure of the proposed 1925 law, the
certified public accountants of New York, together with many of
the leading uncertified accountants of that state, realized that
restriction of practice to certified public accountants necessitated
the inclusion within the C. P. A. fold of thousands of public ac
countants who could not measure up to a reasonable average
C. P. A. standard, and that the resulting dilution of the account
ancy ranks in New York would break down for a generation, if
not longer, the present high standard which has been gradually
built up and improved over a period of thirty years. I am satis
fied that the C. P. A.’s of New York would bitterly fight, either
now or in the future, any legislation which proposed reopening the
waiver clause, a calamity we in New York hope to avoid.
I am, therefore, taking it for granted that the profession would
not now seriously consider the regulation of accountancy by law
upon a one-class basis, such as has been proposed and defeated
three times in the state of New York. For the purpose of this
paper I am assuming that the only type of regulation which would
be supported by the certified public accountants throughout the
country at any future time would be that known as the two-class
basis. Let us hope that in the final working out of this legislation
our usefulness to our clients and the public will be left unimpaired
and that the profession will escape the wave of prohibitory
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legislation which has been for several years sweeping the
country.
It is claimed by the enthusiasts for restrictive legislation that
we should abandon the non-restrictive type and that each state
should regulate accountancy by laws similar to those now con
trolling such professions as law, medicine, dentistry, engineering,
etc. Many accept the principle of individual state regulation,
but I fear they overlook our experiences in state control of other
matters. For example, it can not be claimed that the divorce
situation here, with a different standard of law in each state, has
resulted in improving the condition of home life. Again, the
lack of uniform procedure and cooperation between states in the
enforcement of penal laws has made it difficult to stem the rising
tide of crime.
The legal profession has been regulated by law from time im
memorial. Medicine, dentistry and engineering must necessarily
be so regulated, because those professions touch the life of each
individual in the country, from the standpoint of health, sanita
tion or public safety. No such urgent necessity arises in the case
of public accountancy. It is probably true that credit associa
tions would like to see regulation of accountancy by law, but, after
all, they represent a restricted number. It may be argued that
the accountant in his work comes in contact with the general
public indirectly; nevertheless, such contacts may be better
appreciated when the statement is made that accountancy is
mainly a natural outgrowth which is correlated with the ex
pansion of business in its corporate form.
Accountancy in the United States, like all other new activities,
has grown from a small beginning. In the eighties of the last
century, there were few, if any, types of the public accountant
such as we recognize at the present time, and there was none of
the large organizations of accountants which we have today.
As the small businesses of the country have grown, merged, and
become parts of organizations, doing a national and an inter
national business, so the accountants have grouped themselves
together in an endeavor to cope efficiently with the problems of
their clients. Thus, we now have firms of accountants with
many partners, some with employees numbering in the hundreds,
and with branch offices in almost every state in the union. Again,
much valuable work is done by the accountant practising alone.
He has a local reputation and maintains a personal contact with
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his clients. He is to be found in every city and town in the
country.
Regulation of accountancy by law would, I believe, interfere
considerably with the progress of the young, independent practi
tioner, who has reasonable ambitions of doing more than a local
business. With his practice developing outside his own state, as
it will, he would find difficulty in securing a foothold in those
states having restrictive laws. At the time of the passage of a
regulatory law in any state other than his own, he would be a
non-resident and would not have an office within such state,
whereas the larger firms now have offices in the more important
states, and usually have a partner holding a certificate, enabling
these firms to qualify under the new restriction.
Certain matters have to be borne in mind by the resident ac
countant in a state where regulatory legislation is being proposed.
In the first place, he should consider the effect of such restrictive
legislation upon accountants in other states and should endeavor
to estimate what their reaction would be upon the enactment of
the law. The non-resident accountant is much concerned with
the question of reciprocity when a state passes a restrictive law,
and also with that part of the law which deals with the work of an
accountant temporarily within its borders.
Within the last few years, seven states have passed restrictive
laws. Two, those of Oklahoma and Illinois, have been declared
unconstitutional. The states that have sustained the restrictive
law are Maryland, Tennessee, Michigan, North Carolina and
Louisiana, and all are on a two-class basis.
I do not intend to burden you with too much detail regarding
the administration of those provisions relating to reciprocity and
the right of the non-resident accountant to perform temporary
work within the restricted states. I shall, therefore, limit myself
to giving one or two examples of the present administration of
those provisions.
The Michigan and North Carolina laws give the state boards
discretion in the issuance of C. P. A. certificates to accountants
from other states or countries holding valid and unrevoked
C. P. A. certificates or their equivalent, issued by or under the
authority of another governing body, provided, however, that, in
the judgment of these state boards, the requirements for the issu
ing or granting of such certificates or degrees are substantially
equivalent to their own requirements.
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Such discretionary powers would appear to provide the op
portunity for the young C. P. A. to obtain the right to practise
within Michigan and North Carolina. I know that the New
York state C. P. A. can secure a Michigan C. P. A. certificate
without examination and, conversely, the Michigan man may
obtain the New York degree, because a reciprocal agreement
exists between these states. In the case of North Carolina, I am
reliably informed that its board of examiners will not issue a
North Carolina C. P. A. certificate to a holder of a New York
C. P. A. certificate, despite the fact that the North Carolina law
merely limits the judgment of its board to the question as to
whether or not other state requirements are equivalent to those
of North Carolina. I understand the reason given on the part
of North Carolina is that no reciprocal relations have yet been
established with New York, though such an arrangement is not
required under the North Carolina law. I do not wish to place
the entire blame for this situation upon North Carolina, as I
know that my own state of New York has not yet found it ex
pedient to enter into many reciprocal agreements with other states.
Further, at the present time, a New York state C. P. A. can
secure, under certain conditions, a reciprocal C. P. A. certificate
from California. California has established reciprocal relations
with North Carolina and Texas, but New York has not done so.
However, a New York C. P. A., notwithstanding his holding a
reciprocal California certificate, would not be granted a reciprocal
certificate in either North Carolina or Texas, because New York
state has not established direct reciprocal relations with either of
these states. We have the curious situation, therefore, of New
York and California agreeing that their standards are equivalent;
California coming to a similar agreement with North Carolina
and Texas, and New York unable, as yet, to reach an understand
ing on reciprocity with those two states.
The powers of the state board of Louisiana are discretionary in
regard to reciprocity, provided similar privileges are extended by
other states.
The Tennessee board must waive examination, provided, in its
judgment, equivalent standards are required by the state of the
outside applicant, and further provided that similar privileges are
granted by such state to Tennessee C. P. A.’s However, the appli
cant from a foreign country does not appear to be burdened by
the necessity of a reciprocal agreement existing between Tennessee
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and his native country, which seems rather hard on the American
citizen.
In Maryland the outside accountant, whether foreign or domes
tic, holding a certificate which in the judgment of that state board
is equivalent to the standard of the Maryland certificate, can not
obtain such certificate unless the state or nation granting his
certificate has established reciprocal relations with Maryland.
Turning to a consideration of the position of the non-resident
accountant who has to do temporary work within the restricted
states, we find specific permission in the laws of Michigan and
Maryland. The Louisiana law appears to be silent on this phase
of regulation. In Tennessee the outside accountant, upon a
temporary engagement within that state, must register with the
board and disclose to it the particulars of his engagement. In
North Carolina the outside accountant coming in there must
register and pay a registration fee. It occurs to me as doubtful
whether Tennessee and North Carolina will be able to enforce
such registration, as long as the outside accountant’s assignment
within these states is for a client who is not a resident and pro
vided such accountant does not hold himself out as a C. P. A. or
as a public accountant.
It would, therefore, seem obvious that legislation for the
accounting profession is very much in its experimental stage, and
it behooves us to give serious and careful consideration to the
subject before we are committed to a policy that might be
disorganizing to public practice.
From an examination of the five restrictive laws referred to,
those of Maryland and Michigan appear to be well drawn, but I
submit that the two-class basis of regulation, as at present ad
ministered, is not yet a solution of our difficulties. The principle
of regulating accountancy by law in forty-eight different states,
with forty-eight different types of law and administration
thereof, based upon present experience would not give us the kind
of regulation I believe we desire.
One is, therefore, forced to the conclusion that regulation by
states, as depicted above, is not altogether desirable unless free
reciprocity for the C. P. A. in interstate business goes with it.
By free reciprocity I mean that if the holder of a C. P. A. certifi
cate finds it necessary to carry out assignments as a certified
public accountant within another state, he should receive by
courtesy an equivalent certificate from such state without the
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necessity of taking further examinations, or that the restrictive
laws should be so amended as to permit him to practise as a
C. P. A. in states other than his own.
Such reciprocity would, I believe, be welcomed by accountants
throughout the country, but it would be hard to obtain, owing to
the local prejudice and shortsightedness of the accountant him
self and the further necessity of securing full cooperation between
the educational departments in the various states. State pride
in professional standards is hard to sweep aside, but it does not
seem that our difficulties will be insurmountable if we approach
the task from a generous viewpoint, in cooperation with state
authorities.
At this convention we accountants meet together in a friendly
way. Biased opinions are laid aside in a meeting of this kind and
those gathered here look upon such questions from a national,
rather than from a sectional, viewpoint.
If we look over the borders to the north of us, we find that in
Canada each province holds its independent examination for the
degree of chartered accountant. The Canadian C. A. may, how
ever, conduct his practice as such in any province throughout
the dominion. Surely, we in the United States can be modest
enough to take a lesson in reciprocity from our northern
friends.
In presenting the foregoing I wish to give my present views on
the subject, even at the risk of repeating in part what I have
already said. I believe that with free reciprocity legislation for
the profession would be a desirable thing and would result in
uniform and improved standards of practice throughout the
country. I think this policy can only be generally adopted by
the various states over a period of years and at such time as
standards of academic and professional requirements become more
uniform than they now are. For that reason, I deprecate pushing
ahead with the programme of legislation without calculating the
effect of each step. We must not leap in the dark. I think the
older, and perhaps more advanced, states should mark time until
the newer states fall in line with higher standards than in some
cases now exist. I believe that many of our state requirements
are more nearly equivalent than the reciprocal agreements now in
force would indicate, and I suggest that the boards of accountancy
and educational departments of the states take up vigorously the
question of broadening the present status of reciprocity.
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In closing, I desire to place before you the following specific
recommendations:
(a) That state societies appoint representatives to confer with
those of other states with the object of standardizing state
academic and professional requirements. Owing to the im
practicability of representatives from all states meeting in one
place, these conferences could be held by regional groups, such as
the New England, southern, middle-western or western states;
(b) That, when a plan of standardization has been agreed upon,
it be submitted to the state boards of accountancy and educa
tional departments for their suggestion and approval, and that,
upon an understanding being reached, these authorities be re
quested to cooperate to the end that the necessary changes be
made in the laws to give effect to the scheme of equivalent con
ditions and to provide for free reciprocity between those states
adopting the amendments.
If we attack the problem of regulation of accountancy by law
in a cooperative spirit along the general lines I have indicated, may
we not look forward in the coming years to a solution of the ques
tion which will meet with the approval of the profession at large?
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